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Recent reforms to the workers' compensation system (SB 899 Poochigian) limited payment of
temporary disability to amaximum of 104 weeks from the sart of temporary disability payments.
Specifically the legidation amended the Labor Code to read asfollows:

“Section 4656 (C)(1) Aggregate disability payments for a dngle injury

occurring on or after the effective date of this subdivison, causing temporary

disability shdl not extend for more than 104 compensable weeks within a

period of two years from the date of commencement of temporary disability

payment.”
Some policymakers have questioned whether this is unnecessarily redtrictive for workers who did
not exhaust 104 weeks of benefits but need disability time during a period beyond two years. For
example, aworker may have had severd months of disability following a shoulder injury, returned
to work, and more than two years after injury the doctor recommend follow-up surgery to correct
chronic problems. That worker would not be eigible under the new law for temporary disability
payments to cover the post-surgicd disability period.

The Commisson on Hedlth and Safety and Workers Compensation (CHSWC) requested a study
examining the potential costs and benefits of relaxing the redtriction that the 104 weeks of benefits
be paid within the first to years after commencement of benefits. Specificdly, what would be the
additiona benefit cost of extending the time frameto 3, 4, or 5 years from benefit commencement
while maintaining the limit of amaximum of 104 weeks off aggregate benefit payments.

This policy brief isin response to the Commisson’s request.



Results

Extending the period during which aworker was digible for temporary disability payments
beyond the current two years from payment commencement would only increase the cost
of the temporary disability benefit by 3% or less.

Because nearly al of these payments would occur in the 3 year, it makes virtualy no
difference in direct benefit codts if digibility is extended to 3 year or aslong as 5 years.

If temporary disability payments represent 20% of benefit payments, the effect on total
workers compensation costs would be an increase of 0.6% or less.

The reasons for the limit impact of the relaxation of the digibility period on total TD cods are:

Only gpproximately 8 percent of workers compensation clamsinvolve payments beyond
104 weeks of theinitid payment. (These claims often have extended disability periods and
prior to the legidation represented approximately 34 percent of totd TD payments.)

Prior to the reforms alarge fraction of these claims extending beyond 104 weeks had
disability payments continuoudy during the period, most claims extending beyond 104
weeks would not be digible for additiond paymentsif the time frame for digibility was
relaxed by extending it to 3, 4, or 5 years.

Methods

The University of Cdifornia, Berkeey, in conjunction with the CdiforniaWorkers Compensation
Ingtitute examined alarge data base of clamsinvolving temporary disability. The clams covered a
period prior to the introduction of the limits on temporary disability imposed by SB 899. Thedam
data was made available for the Commission sudy from the Indusiry Claims Information System
(ICI1S) data base maintained by CWCI
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Clams were redtricted to those receiving at least one temporary disability payment.

The date of the first TD payment was identified

Dates 2, 3, 4, and 5 years from the date of first payment were caculated

Using the weekly benefit rate for each claim, a 104 week aggregated total was calculated.
For each claim with TD benefits paid for periods beyond the 104 week initid period, the
payments in each period, 2-3 years, 3-4 years, and 4-5 years, after injury were totaled.
Finaly, we compared the payments in years 3 through 5 and excluded any payments
beyond the aggregate total of 104 weeks.

The datain ICIS is most representative of the experience of insured employers. The andysisis
across al employers in the database and experience of individua employers or industry segments,
or for sdlf-insured employers may vary from the results listed above.



